
11/30/2021

1

New Jobs Tax Credit

December 3, 2021

Zhong Jin, Senior Fiscal and Policy Analyst

Outline

• Review the Iowa New Jobs Tax 

Credit

• Claims data

• Utilization of the program
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New Jobs Tax Credit Background

• Additional job creation incentive for participants in the 

260E Iowa Industrial New Jobs Training Program

– Iowa’s first income tax credit directly related to job creation

• Enacted in 1985 during the weak economic period in 

Iowa triggered by the farm crisis

• Job creation tax credits subsequently enacted and 

awarded by Economic Development Authority

– New Jobs and Income Program (1994-2005)

– Enterprise Zone Program (1997-2014)

– High Quality Jobs Program (2005-current) 
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New Jobs Tax Credit Eligibility
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• Active 260E contract with one of the 15 community 

colleges

• Business location with the 260E contract 

– Adds any jobs if zero base employment

– At least 10% job creation if positive base employment

• Can only be claimed one time for each created job once 

job creation requirement is met

• Eligible jobs include those created as a result of the 

training and those directly related to those jobs
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New Jobs Tax Credit Claims
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• No award required

• Claimed against corporation individual income tax or 

individual income tax

• Business organized as S corporation or limited liability 

company passes claims to shareholders

• Nonrefundable with 10-year carryforward period and 

nontransferable

New Jobs Tax Credit Calculation
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• New Jobs Tax Credit per new job equals 6% of taxable 

wages up to qualifying taxable wage

– Qualifying taxable wages = taxable wages on which an 

employer is required to pay unemployment taxes 

– Set by Iowa Workforce Development, indexed annually

– $17,300 in 2000 rising to $32,400 in 2021

– Maximum credit per job was $1,038 per job in 2000 rising to 

$1,944 in 2021
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New Jobs Tax Credit Claims by 

Tax Type and Tax Year, 2006-2019
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Source: Iowa Department of Revenue

Business Usage of New Jobs Tax Credits by 

Industry and Community Colleges, 2006-

2019

• Claims associated with businesses in the 

manufacturing industry accounted for one third of all 

matched claims, exceeding $3.5 million. 

• More than 50 percent of claims matched to 260E 

contracts were associated with three of the 15 Iowa 

community colleges: Kirkwood Community College, 

Des Moines Area Community College, and Indian Hills 

Community College.
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New Jobs Tax Credit Claims and 

Other Tax Credit Claims, 2006-2019
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Source: Iowa Department of Revenue

For those claiming New Jobs Tax Credits, employers also claimed:

• $33.2 million of other state income tax incentives

• $33.7 million of withholding tax credits from the 260E program

New Jobs Tax Credit Claiming 

Behavior
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For Eligible Businesses

Source: Iowa Department of Revenue

• Larger businesses might be more likely to utilize the 

program than smaller businesses
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New Jobs Tax Credit Claiming 

Behavior
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For Eligible Businesses with Positive 

Income Tax Liability

Source: Iowa Department of Revenue

• Only 8% of corporations that could claim the credits 

made the claims.

Utilization Rate of the New Jobs Tax Credit 

Program, FY 2014 –FY 2019
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Source: Iowa Department of Revenue

The utilization rate is defined as the 

ratio of the number of certificates 

being claimed in the first time to the 

number of certificates newly eligible 

for claims each year
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Major Findings

• New Jobs Tax Credit is a part of a large program.  

Employment impacts of this incentive cannot be 

separated from other tax incentives.

• Only a small share of eligible taxpayers have claimed 

this tax credits. Among these taxpayers, large 

employers are more likely to take advantage.

• The utilization of this tax credit is trending downward 

over years. 
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Questions
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Thank you! 


